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On the Principles of Marine Insurance. By Richard Morrison. 

xHE subject of marine insurance is one which occupies, at the 
present time, a large amount of attention, both in the mercantile 
and the non-commercial world. The latter regard the formation 
of Companies for that object as a profitable means of investment ; 
and the former on account of the necessity for their employment 
and encouragement. No prudent merchant or shipper would 
neglect the precaution of insuring his goods, at least against the 
risk of total loss, if not against the ordinary perils of the sea, 
which cause damage, for which the insurers render themselves 
liable by the charge of an additional premium. " In one way or 
the other, the merchants and shipowners of this country have the 
means of fully protecting their property from every description of 
loss that can befall them in the course of a sea venture ; and they 
can only impute it to their own culpable carelessness or unwise 
parsimony if they do not secure themselves from all loss.'' 

That it is the rule to insure may be fairly assumed from the 
fact of so many new Companies having arisen during the last four 
years, and nearly all of them carrying on an extensive business, 
with, in most cases, large working expenses. Till the year 1859 
there were five principal Companies in London, which undertook 
to insure vessels and goods against damage and total loss at sea. 
These have been very successful, and have accumulated vast sums, 
owing mainly to the talent and knowledge of the underwriters who 
manage them. Three of these were exclusively marine Offices, the 
others combined that branch of business with fire and life assur- 
ance. Of these five, two (the Royal Exchange and the London) 
were incorporated by Royal Charter, and date their origin as far 
back as a.d. 1720. Until 1824, they, and private individuals, had 
the monopoly of the whole business; but when, in 1824, the 
restrictive Act, which had hitherto limited the number of partners 
in a trading concern, was repealed, new Companies immediately 
sprung into existence. Neither of the two original corporations 
have now any exclusive privileges. There were also three or four 
smaller Companies, which have since disappeared from the com- 
mercial world, owing to bad management and reckless undertakings. 

At the present date there are in London thirteen first-clsCss 
Marine Insurance Offices ; and several minor ones, chiefly branches 
of Indian and Colonial Associations, which, however, transact an 
amount of business equal to some of the established Companies of 
London, estimating it by the gross amount of the premiums 
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received. This great increase of eight in four years shows that 
this branch of monetary investment must have been most lucrative. 
It also manifests that trade must have increased, or that the old 
Companies have lost much of the business they formerly had. It is 
generally admitted that there was room for some, if not for all 
these fresh competitors for the large insurance business of London, 
Liverpool, Glasgow, Bristol, and other important towns which sup- 
plied so much to the wealth of the old Offices, and allowed them, 
by the monopoly they had, to keep up the rates of premium. One 
great effect of the introduction has been to lower the rates of 
insurance in some branches of the business, as by that means 
business is obtained, and with a great diversity of risks wealth is 
acquired. The only objection is, whether the organization of so 
many new undertakings may not prove more than the actual 
necessity requires. People, especially those not engaged in mer- 
cantile pursuits, may be induced to supply funds for such a 
purpose, by the accounts of the great success of the original Com- 
panies, showing how immensely their shares have increased in 
value, and also by the statements of the want of such enterprises 
to meet the continual demand on the part of the trading com- 
munity. The result of a few years will show whether this want 
existed ; but any further attempt to augment the number is to be 
deprecated, for no possible advantage can be gained by their 
formation. 

Marine insurance is a contract by which one party, in con- 
sideration of a stipulated sum, engages to indemnify the other 
against loss arising from certain defined perils or sea risks to 
which his vessel, goods, or other interest may be exposed during 
the period of time for which such risk is undertaken. This liability 
is divided amongst a number of individuals in nearly every trans- 
action which takes place. "The trade of insurance," said Adam 
Smith, " gives great security to the fortunes of private people by 
dividing amongst a great many that loss which would ruin an 
individual. It makes it fall light upon the whole Society." 

There are two methods of effecting insurances, either by the 
public Companies, or by the private underwriters at Lloyd's, a 
society of men who, although governed by a committee and having 
its own rules, conduct their business quite irrespective of each 
other. The greatest number at present associated together at 
Lloyd's is five. This Society has agents and correspondents in all 
parts of the world, for the purpose of supplying intelligence relative 
to the great interests they have at stake. Each person takes but 
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a small portion of the insurance offered, generally from £100 to 
£300, so that the loss is divided amongst them if it occur. On 
the same principle the loss is equally divided amongst a number if 
insured at a Company, for it is composed of a number of share- 
holders, who lose or gain according to the success of the under- 
taking of which they are virtually the proprietors. 

An underwriter at Lloyd's ought to have a considerable capital, 
at the least £6,000; he is bound to prove that he possesses 
£5,000 before he is admitted as a member of the Association. 
Before the establishment of the two Corporations in London, in 
1720, it is said "that a list was laid before the Attorney-General 
of 150 private insurers who had failed in the course of a few years.'' 
An underwriter entering upon business at the present time, and 
desirous of establishing a connection, must expect to lose at the 
outset perhaps to the extent of many thousands of pounds. Such 
a loss would be no proof that in the end he would not make good 
his expectations, neither does it necessarily follow that he should 
incur such losses. 

Let us now endeavour to state what are the risks undertaken, 
and examine what are the popular notions respecting the princi- 
ples upon which the business is conducted, and what are the true 
laws by which it is rendered remunerative. 

An insurable interest may consist of ships, the machinery of 
steamers (usually separately valued), goods of every description, 
freight, advances on account of freight, profits and commissions, 
and disbursements to repair damages at a foreign port. Seamen's 
wages, and money advanced to the captain for personal expenses, 
cannot be insured ; and by an Act passed in the reign of George III. 
the insurance of slaves was prohibited, as is also by a more recent 
enactment the insurance of coolies. Underwriters render them- 
selves liable also for damage or loss arising from " fire, enemies, 
pirates, thieves, jettisons, takings at sea, restraints and detainments 
of foreign powers, &c.," as well as the ordinary " perils of the sea." 
They likewise take the risk of " barratry of the master and crew," 
and of running down. Of this last mentioned, in the case of one 
ship running down another, the underwriters provide a special clause 
in the policy, by which they stipulate to pay three-fourths of such 
repairs of the other vessel as may be decreed necessary by a court of 
law or by arbitration. The legality of such clauses has often been 
questioned, and it certainly appears that an underwriter has sufficient 
liability in insuring a vessel against " the perils of the sea," without 
taking upon himself that of another, unless with a corresponding 
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increase of premium. However, many brokers and owners insist 
upon its introduction into the policy, and the underwriters, as a 
rule, are a good-natured, easy-going set of men. They pay only 
such proportion as the sum insured on the ship bears to the whole 
value of the ship and her gross freight, in compensating the owners 
of the vessel run down. 

Insurers are not only liable for the total loss of vessels and 
merchandise, but they likewise pay for partial loss or damage ; or, 
as it is technically called, "particular average." They do not, 
however, pay any sum that may be claimed by the assured on this 
ground. All policies have what is styled the "memorandum," 
by which certain goods are exempted altogether from the payment 
of loss or depreciation in value, unless such loss be total, or the 
ship be "stranded, burnt or sunk." It is the nature of some 
articles that they contain in themselves the elements of damage 
and waste. Corn may become heated in the hold of a vessel, salt 
is susceptible of waste by the slightest contact with water, fish and 
fruit may, by an unforeseen extension of a voyage, putrefy and 
decay. Those, with seed and flour, are included in the above 
"warranty." Other articles particularly sensitive to the action of 
sea water, as " sugar, tobacco, hemp, flax, hides and skins," are 
warranted free of particular average under 5 per cent., and all other 
goods and ships and freight under 3 per cent. These are the 
London terms for Lloyd's, and most of the Companies' policies. 
One or two of the latter, and the Branch Offices of the Indian and 
Colonial Associations, difier in some respects from the above terms 
of insurance; but the following rule is common to all: — If the 
ship be stranded, the whole claim is admitted, whether it amount 
to the required percentage or not. It would occupy too much 
space to show the reason of this, or to state many circumstances 
connected with the phrase " stranded, burnt or sunk." The term 
" stranded": what is a stranding, and what is not, has ever been one 
of the vexed questions belonging to the subject of marine insurance. 

An insurer of a ship or goods is liable for the amount of 
" general average" which would have to be paid by the proprietor 
of the goods or the owner of the ship. General average is a charge 
which must be paid by the merchant or shipowner, even if un- 
insured J but when he insures he purchases an indemnity from his 
underwriter. The subject of general average is too extensive to be 
entered upon here ; it is governed by a variety of circumstances ; 
its principles have been discussed within the last few years at Con- 
gresses for the advancement of social science, and tried in the law 
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courts from time almost immemorial. They differ in many coun- 
tries, some considering as subjects of general average what we 
regard in a different light; and proposals are frequently being 
made by the representatives of foreign commercial towns, to insti- 
tute a system of " international general average." One other fact 
in connection with the liability of the insurer may be mentioned — 
viz., the accumulation of claims on a policy. There may be claims 
to the extent of 150 per cent., or upwards, in the aggregate. In 
one voyage there may be a general average contribution for some 
sacrifice or expense incurred for the benefit of all concerned ; after- 
wards there may be a particular average for damage done to the 
vessel by the severity of the elements ; and then, before she can 
arrive at her destination, she may be totally wrecked. So that the 
underwriters on a ship may have three distinct claims, and, in 
spite of having paid the former two, would be compelled to settle 
a total loss without taking into account the previous payments, 
which might have been heavy. The question has been frequently 
argued, both by underwriters and shipowners, and both parties 
seem to have justice on their side. The shipowner asserts, that, 
by the terms of the policy, he transfers to the insurer all his risk 
in the vessel ; and that if he did not obtain the loss from him, he 
would have to bear it. On the other hand, the underwriter insisted 
that he virtually paid a total loss of part of the ship when he 
settled the particular average ; and that by being called upon to 
make good the loss of the ship, he pays twice — once for the original 
loss of masts, &c., as the case may be, and then for that replaced. 
He says there can be only one total loss, and he has received but 
one premium. " There is," says Mr. Hopkins, in his work on 
" Average," from which the substance of the above argument is 
quoted, " a middle course which can be taken for providing against 
such occurrences ; and that is, by insuring the disbursements for 
repairs at an intermediate port, the merchants and underwriters 
paying the premium between them." By this mode of proceeding, 
if the vessel were lost the second set of underwriters would pay the 
particular average expenses, and thus relieve the original insurers 
of a part of the burden. It should be added, that an aggregation 
of claims on a policy in this manner does not often happen. 

We not unfrequently hear the term "speculation" applied to 
the subject of marine insurance, and taking into account the com- 
parative absence of knowledge on the subject, except by those 
immediately interested in it, such as merchants and shipowners, it 

VOL. XI. X 
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is not surprising. Most persons have some knowledge of fii-e and 
life assurance, as these affect all classes to some extent ; and the 
general mercantile public are not now so indifferent or ignorant as 
formerly of this branch of insurance, as the support given to new 
Companies amply testifies. The general principles of insurance 
are the same in all cases, with the- exception of the rates charged 
and a few modifying circumstances connected with each branch of 
it. A speculation is " employing money on the chance of getting 
much more" — a hazard. Such a definition applies to many of the 
transactions connected with the business of the Stock Exchange, 
and, to some extent, that of the merchant.* As a principle, the 
merchant has many ventures of various kinds, so that should one 
cause loss, another may be productive of gain, and thus counter- 
balance such deficiency in his calculations. The principles of 
insurance are very similar. A number of contingent liabilities 
are undertaken, some of which prove unsuccessful; but the ma- 
jority, in a well-conducted business, sufficiently countervail any 
deficiency which may be the result of such losses, and realise to 
the proprietors large profits besides. 

Men who speculate have no real ground for supposing that the 
investment of their money will realise what they desire. A mer- 
chant, banker, or retail trader, expects to obtain a certain remune- 
ration for the outlay of capital, combined with diligence and care. 
It depends upon no mere chance : he knows that by a system of 
exchange of commodities — or, in the case of a banker, by a method 
of accommodation, dependent upon the state of the markets and 
other circumstances — he must, by the exercise of good judgment, 
bring about such an effect. And we maintain that the same 
result may be predicated of the business of marine insurance. 
Life assurance is now a science — a business methodically arranged ; 
and few would apply any term to it implying that it is at all 
hazardous as regards its principles. But all writers on the subject 
affirm that the principles of the several branches of insurance are 
identical ; then, inferentially, we say that marine insurance is 
based upon true laws of commercial intercourse. " The value of 
the risk, either from fire or loss by sea, though it cannot, perhaps, 
be calculated very exactly, admits, however, of such a gross esti- 
mation as renders it, in some degree, reducible to strict rule and 
method. The trade of insurance, therefore, may be carried on 

* " The whole commerce of the country turns on contingencies which demand the 
application of scientific observation and calculation." — W. Fair, Esq., Assur. May.,\o\. iv., 
p. 118, Note. 
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successfully." These are the words of Adam Smith, an authority 
recognised by all in any matter relating to the science or analysis 
of wealth. Again, McCulloch observes — " When the operations of 
the insurer are extensive, and his risks spread over a considerable 
number of ships, his profit does not depend upon chance, but is 
as steady, and may be as fairly calculated upon, as that of a manu- 
facturer or merchant." 

Let us examine the matter more closely. It is sometimes 
alleged by persons having but a slight acquaintance with the sub- 
ject, that marine insurance can be reduced to no strict rule or 
method ; that underwriters upon being oflfered a risk (with the 
exception of a few fixed premiums), calculate some remote possi- 
bilities concerning the vessel, the voyage, and the nature of the 
commodity in the case of the insurance of goods, and then state 
their charge or premium for such an undertaking. They ask, 
" Is it carried on upon any fixed principles ? We have heard of 
the number of ' wager policies' which formerly constituted so great 
a part of marine insurance ; but do they not all rest upon contin- 
gencies ? There cannot be much certainty connected with the 
subjects of it, for a Chief Justice lately ruled, ' that underwriters 
insure not against what mmt happen, but what may happen.' In 
the other branches of assurance many calculations can be made 
with certainty, but when the ' perils of the sea' form the chief 
feature, how can we arrive at a proper estimate, so as to reduce the 
subject to a system ?" These questions may be answered satis- 
factorily, both to the inquirer and the person who supplies the 
information. 

Although it is not based upon strictly scientific principles, as 
life assurance is, it has a certain systematised basis upon which 
estimates are framed, so that the insurers may neither be overpaid 
nor receive too little ; and this basis, though it may be termed a 
fixed one, yet is not absolute or obligatory in any measure upon 
them.* It is not at present methodically arranged; it is to be 
learned only by actual experience, as there are no tables of rates ; 
and it may be said that it can only be remunerative where the course 
of business is closely watched, so that past mistakes may prove the 

* In the month of May, 1852, a paper upon marine insurance was presented to the 
Institute of Actuaries by Mr. W. Lance, of Lloyd's; in which he stated the fact of "marine 
risks being effected without the assistance of any data." He also mentioned that he had 
been for some time collecting and arranging information, for the purpose of compiling 
tables to show "the possibility of marine risks being subject to a certain law of proba- 
bilities, as well as other assurable interests, and that a carefully constructed classification 
of losses .... could not fail to prove as valuable to the murine insurer as accredited 
tables of mortality are to the actuary." — Assur. Mug., vol. ii., p. 362. 
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groundwork of future success.* " The risks arising from so many 
sources of casualty being extremely fluctuating and various, it is 
not easy to estimate tliem with any considerable degree of accu- 
racy, and in some cases nothing more than a rough average can be 
looked for." (McCulloch). The rates of insurance for most places, 
and for certain classes of goods and vessels, are as much fixed as 
those of freight or of any other charge of the like nature; they 
are regulated by the laws of competition between those who are 
engaged in such transactions. They vary with the state of the 
specific trade of which they form the medium ; they difi^r " accord- 
ing to the seasons, quality of the vessel, nature of the commodity, 
and state of our political relations ;" but the price of insurance is a 
marketable charge, and is dependent upon contingencies, as are 
freight and goods. As an illustration of this, sugar from the 
A¥est Indies, during some months of the year, is underwritten to 
London at 60s. per cent.; whilst at others the assured will have to 
pay 5 or 6 guineas per cent., according to the month, and the 
weather which may be expected. If goods are underwritten to a 
foreign port, and it is found that the insurers cannot repay them- 
selves at a certain rate, they immediately increase the amount pay- 
able on future policies for the effecting of such a risk. It some- 
times happens that an underwriter, to secure a lucrative business, 
may insure even at a loss on that class of risks, knowing that he 
can compensate himself and counterbalance such losses by the gain 
in other and safer transactions with the same parties. These cases 
are exceptions to the general rule, and do not affect the main 
question of rates of insurance. There are, however, some branches 
of marine insurance that can with difficulty be regulated by any 
fixed laws : for instance, it is customary at Lloyd's for some men 
to engage in that department of business which is very hazardous 
— bold men who take large sums at high premiums; who freely 
take risks which cautious persons avoid at all times. These risks 
are usually ships overdue or missing. It is, perhaps, from this 
class of underwriters, coupled with facts yet to be mentioned, that 
many have supposed that the fundamental principle of mai'ine 
insurance is absolute speculation. Such proceedings are, doubt- 
less, very much akin to it. No system can be framed for guidance 
in taking the risk of a long overdue ship off another's hands. 
The prevalence of severe gales in that part of the world where the 

* A tabular form was compiled at Hamburg in 1850, showing a summary of the 
business done, and an average of the rates of premium from 1814 to 1850 inclusive, as 
stated in the Assurance Mai/azine, vol. ii. p. 89; but it is questionable whether it would 
aiford any guidance for the future transaction of business. 
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vessel is supposed to have arrived at the time they occurred, will 
afford DO just foundation for the assumption that she had encoun- 
tered them. She may have been becalmed for weeks, as vessels 
frequently are in the tropics, and during that time may have seen 
no vessel to report her; and when she arrived at the latitudes 
where disastrous storms prevailed at the time she expected to reach 
them in the ordinary prosecution of the voyage, she may experience 
fair weather and fresh breezes to carry her safely to her long- 
wished-for destination. In such cases as gold ships from the 
colonies being overdue for a length of time, sufficient to cause 
anxiety to owners and insurers, premiums for the transference of 
the risk speedily ascend from 20 to 70, or even 80 per cent. 

Another cause for the popular notion relative to the conduct of 
marine business may be found in the fact, that even one interest, 
which is perhaps divided amongst several Companies or individuals, 
has different rates of insurance although the risk is one. This 
may arise from a difference of opinion as regards the liability to 
damage or loss of the subject matter; or it may be that one person 
will be content to reimburse himself to a less extent than others, 
in order, by competing with others, to retain a " good account" as 
it is termed. It usually takes three or four years, at the least, 
correctly to estimate the gains and losses, so as to ascertain by the 
ultimate results whether such an object has been attained. It is 
well known that, as a rule, till quite recently, insurances could be 
effected cheaper at Lloyd's than at any of the old Companies. 
This does not, however, disprove the assertion that there is a fixed 
set of premiums for certain voyages and kinds of commodities. 
No one will deny that freights are fixed as to price, like other 
marketable commodities, for they partake of that nature. They 
rise and fall according to the circumstances of supply and demand 
for vessels ; they may remain stationary for a length of time ; and 
yet it sometimes happens that hundreds of tons of goods are car- 
ried from one country to another at a cost below the market rate. 
A desire to fill up to avoid demurrage, or on condition of a large 
quantity being given, or for other reasons, such as are constantly 
taking place in the mercantile world ; all these tend to cause such 
results, and although, strictly speaking, analogy proves little, it 
proves to some extent, in this instance, that premiums charged 
for marine insurance may be framed according to method, though 
it is admitted an imperfect one. 

From a knowledge of the laws of nature we arrive at proper 
estimates for the probability of the occurrence of future events. 
This is the grand principle of all insurance. 
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" The most general principle," says Mr. Arnoald in his work, 
quoting from McCulloch, " upon which the whole system of insur- 
ance depends may be thus stated : — ' If a series of events of pretty 
frequent occurrence be observed for a lengthened period of time, 
it will be found that the number of those events, however appa- 
rently accidental, will be nearly equal in equal periods of time.' " 

As an illustration of one mode of computing the premium 
with regard to ships, we may take that given in McCuUoch's 
Dictionary : — " Suppose it has been remarked, that of 40 ships of 
the ordinary degree of sea- worthiness, employed in a given trade, 
one is annually cast away, the probability of loss will plainly be 
equal to one-fortieth. And if a person wished to insure a ship, or 
the cargo on board a ship engaged in that trade, he ought to pay 
a premium equal to one-fortieth part of the sum he insured, exclu- 
sive of such an additional sum as may be required to indemnify 
the insurer for his trouble, and leave him a fair profit." 

Another important principle is, that the underwriter pays only 
that proportion of the loss upon which he has received premium. 
If he has been paid premium for an entire risk, in case of loss he 
will be liable for the whole amount ; if only a part has been insured 
by him, he will then pay only such proportion as has reference to 
the amount insured by the policy granted to the assured. This is 
a fact of great consequence, and is one about which many mistakes 
occur amongst those who have but a partial knowledge of the 
subject. It is therefore stated here, although it has no immediate 
bearing upon the mode of computing the premium. 

It is said by some, that underwriters of eminence give the tone 
to the current premiums, and this is probably correct. It can only 
be decided by experience what is the exact amount which will 
ensure profit as well as exactly cover the risk. A novice at insur- 
ance might imagine that he could, by comparison with other cases, 
fix upon a sum which would remunerate him, but possibly the 
result would be far from satisfactory; whereas an experienced 
underwriter would almost intuitively, upon being shown a fresh 
risk (say one for the inland navigation in conveying goods to 
markets in parts of South America), resolve upon an amount which 
would cover all his liabilities in the case of damage arising to them. 
He would, as in the other instance, take all things into consideration 
and at a glance, but his long practice, and, perhaps, hardly-earned 
experience by losses and mistakes, would so have accustomed his 
mind to deal with all the ramifications of marine insurance, that 
though he could not define by what process he arrived at his 
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decision, he would be able to aver that he seldom erred.* One 
necessity for this quickness of decision, is, that little time is allowed 
for consideration. It is related that one of the oldest Companies 
of London formerly had an underwriter who would receive over- 
tures for insurance and " return an answer next day." We of the 
present age cannot conceive of such a thing. A few minutes is 
about the utmost that is allowed, or the " slip" is taken elsewhere 
for acceptance ; and if no arrangement can be made in one town, 
the electric telegraph is speedily at work, and the matter definitely 
settled in a few minutes. 

Till the year 1746 a system of insurance was very common 
which was productive of much harm — viz., the issuing by under- 
writers of wager policies, properly so called. This evil at length 
became so apparent, causing, amongst other things, "fraudulent 
losses, and the destruction of numbers of ships ^nd cargoes, and 
the introduction of a mischievous kind of gaming," that the 
Legislature interfered, and the Act of 19 Geo. II., 2 c, 37, was 
passed, which declared all such policies illegal. In these cases of 
insurance there was nothing actually at risk which could either be 
sea damaged or abandoned : they were effected by way of " gaming 
or wagering." The State considered such a custom to be against 
the policy of a large maritime nation, and prohibited " all parties 
who had no interest in the safety of British ships and cargoes, by 
means of these policies, from giving themselves a direct interest in 
their loss." (Arnould.) Many cases have been tried in our courts of 
law since the passing of this enactment ; and as the result it may 
be stated, that " policies on foreign ships and cargoes which on the 
face of them and in point of form appear to be wagers, are legal i 
but policies in the common form, whether on foreign or British 
ships, cannot be recovered on without proof of interest." (Arnould 
on Marine Insurance.) Such transactions never take place now, 
they are virtually considered to be illegal, and in many works 
"wager policies" are declared to be "null and void." But no 
doubt the w^ant of knowledge, the simple acquaintance with the 
fact that at one time such practices were not only common but 
sanctioned by the law, misleads the minds of many, and they con- 
clude upon these unsubstantial premises, that marine insurance is 
a species of "gaming and wagering." This tendency is greatly 

* "Though in marine assurance much benefit will doubtless arise from accurate 
tables of the rate of loss, they alone will not determine correct rates of premium; but 
being made the groundwork of all calculations, and the registered character of the vessel, 
the mode of fitting practised by the owner, and particularly the character and experience 
of the master, taken into consideration, the rate of premium may be correctly ascertained." 
— Assur. Mat;., vol. ii., p. 364. 
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assisted by other circumstances. The existence for a short time, 
and then the total extinction, of several Marine Insurance Com- 
panies, at different times, may have disposed many to imagine that 
the system depended chiefly upon chance or speculation, especially 
when several of these Offices had every facility for carrying on a 
good business. However, they lacked the chief requisite, viz., a 
good underwriter. In the cases now called to mind, men were 
chosen without experience or foresight, and the consequence was, 
that with them it was a game of mere chance. We remember 
seeing an open policy underwritten in the month of February, for 
jE20,000 on coals and coke, from Cardiff or Swansea to ports in 
Spain and Portugal, for 30s. per cent., to return 4s. 9rf. under 
some shipments ! The premium should have been three or four 
times as much, though many would not have undertaken such a 
risk upon any terms. It was endorsed with about 35 vessels, and 
some interests remained to be included. Several total losses 
occurred, and, of course, such a transaction was a dead loss. Such 
proceedings as these, taken in conjunction with the fact that occa- 
sionally failures happen amongst private individuals, lead many to 
the conclusion that it is conducted without any fixed rules of prac- 
tice, or exercise of judgment and prudence. 

It has been stated that the general principles of insurance are 
the same : a few remarks are now adduced in proof of this asser- 
tion. Life Assurance Associations grant security against the con- 
tingencies of life, and marine insurance provides an indemnification 
against the risk of loss from the happening of certain unforeseen 
events. Both do this in consideration of a certain sum of money 
being paid as a premium. So far they are alike ; but " life" has a 
fixed and tabular scale of charges, according to the risk incurred 
by them. These are usually so skilfully computed to suit every 
variety of circumstances, that although they vary according to the 
table in use, the form itself seldom undergoes any alteration. New 
Associations may endeavour, by low rates, to create a business by 
offering greater facilities to the community for effecting insurances. 
In "marine," though there is a governing principle, it is not 
elaborately framed nor reduced to a tabular form ; neither can it 
be, on account of the diversity of circumstances attendant upon the 
subject. In life assurance it is well known, from facts collected 
and by tables of mortality, that it can be predicted with tolerable 
accuracy how long a person may life after having reached a certain 
age. The only thing answering to this in marine insurance is the 
information obtained from Lloyd's Register of British and Foreign 
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Shipping. This contains the names, tonnage, class, builders and 
captains, of all the vessels registered at Lloyd's. It also states 
whether the vessel be coppered, when last repaired, how many 
years classed for, &c. In effecting an insurance, either on ship or 
goods, reference is constantly made to this acknowledged imperfect 
guide. But it is not a safe mode of judgment, that, because a 
vessel has recently been repaired, recoppered and thoroughly fitted 
out and rendered seaworthy, if she proceed on a dangerous voyage 
she will not meet with disasters and perhaps be totally wrecked. 
The master may be unskilful, fire may break out on board, or she 
may ground upon an unknown reef and incur irreparable damage. 
Of course, in insuring a vessel, as in the case of insuring a man's 
life, the premium is regulated by the age and state of the ship, or 
the age and state of health and habits of the man ; and a rate must 
be charged so as to cover such risk, meet ordinary expenses, and 
provide a reservation for extraordinary risks. Owing to the number 
and variety of dangers to which merchandise at sea is exposed, 
higher rates are charged for insurance of vessels and goods than 
for lives or houses, &c. 

It sometimes happens that the insurer and the assured are at 
issue in the settlement of claims for damage and depreciation. 
The assured makes a calculation based upon the assumed sound 
value of his goods and their actual proceeds ; and finding that he 
does not get a sum equal to his expectations, objects to the under- 
writer that the policy granted does not afford him an indemnity 
such as he looked for. 

Let us see what is the "nature and extent of the indemnity it 
professes to afford"; and the best and most concise method for 
this purpose will be to quote the observations of Mr. Arnould. 
He says, " The very essence of the contract of marine insurance is, 
that it is a contract of indemnity ; its sole and exclusive object is to 
procure for the assured indemnity, in the strictest sense of that 
word, for any losses he may sustain through the agency of those 
sea risks, against the effect of which the underwriter, by the terms 
of his policy, stands pledged to protect him. . . . The amount 
of the indemnity actually received by the assured from the under- 
writers in case of loss . . . must depend entirely upon the amount 
which the several underwriters have agreed to insure. ... If the 
aggregate of all the sums so insured, or (in the case of the insur- 
ance being effected with a Company, &c.) if the whole sum insured 
be equal to (in technical language sufficient to cover) the whole 
value of the subject insured, then the assured, in case of loss, will 
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receive a full indemnity. If the sum insured, or the aggregate of 
such sums, fall short of this, it is plain that the assured will receive 
less than a full indemnity." From this it appears, then, that it is 
a question of valuation ; and if a merchant or shipowner " desires 
to obtain a full protection for his property, he should take care to 
insure that property at its full value." 

It is of the greatest importance that a correct value should be 
stated when the insurance is effected. With regard to vessels it 
is comparatively easy ; the owner insures a sum equivalent to the 
actual worth of the ship to him at the time she is insured, including 
sails, rigging and provisions, together with the premium of insur- 
ance and all charges relating thereto. In the case of goods, other 
matters must be considered ; and the rule is to insure the invoice 
cost of the goods, all shipping charges, expected profit (many 
policies state the sum 10 per cent, over invoice cost), freight, if 
paid beforehand, and all the costs of insurance. If the freight is 
payable on delivery of the merchandise, it cannot form one of the 
charges to be insured at the shipping port. As it is not payable 
unless the goods are delivered, there is no necessity to insure to it. 
By this means owners of vessels and goods are placed in the same 
situation in which they stood at the commencement of the under- 
taking ; and, " as a general rule ... an indemnity is obtained . . . 
without any regard being paid to the diminished value of the ship 
by wear and tear on the one hand, or to the increased value of the 
goods by the profit they would have realised on the other." 

Nevertheless we must not suppose that it is a perfect contract. 
To quote Arnould once more — " It is not intended by the con- 
tract of marine insurance to put the assured in the same situation, 
in case of loss, as he would have been in had the adventure ter- 
minated successfully, but only to replace him, as nearly as may be, 
in the position he occupied at the outset of his enterprise." Or, 
in the language of another — "The principle that insurance is a 
contract of indemnity is strictly correct ; and yet no principle in 
insurance law has ever caused so many disputes, and so much dis- 
satisfaction, all of which result from confounding indemnity with 
protection." (Baily, on Perils of the Sea.) 

That which the insurer guarantees is not that the assured shall, 
in case of loss or sea damage, receive a sum equivalent to that 
insured, but that he will make good any loss which has been 
incurred by the assured from the perils enumerated in the policy. 
He does not undertake to protect him from absolute loss when his 
goods are damaged ; in reality such loss is shared between them, 
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owing to the prescribed form for the adjustment of claims, viz., 
that of stating them upon the gross proceeds, a form insisted on 
by underwriters, and frequently confirmed in our courts of law 
since Mr. Justice Lawrence first laid down that principle. 

The term indemnity must therefore be understood in a limited 
sense, when applied to the subject of marine insurance. It does 
not profess to secure to the merchant all the advantage he would 
have derived had his goods arrived in a sound state, for the law 
has been laid down most authoritatively that underwriters are not 
liable for any rise or fall in the markets. The loss or gain to the 
merchant depends upon the state of the markets when his goods 
arrive ; and whenever a market is a rising one, however slightly, 
his policy of insurance does not aflford him a complete indemnity. 

These few observations relative to the " principles of marine 
insurance" may be appropriately concluded in the words of an 
eminent writer on the various subjects connected with commerce 
and its principles : — " It is easy to perceive the immense advantage 
resulting to navigation and commerce from the practice of marine 
insurance. Without the aid that it affords, comparatively few 
individuals would be found disposed to expose their property to the 
risk of long and hazardous voyages ; but by its means insecurity 
is changed for security, and the capital of the merchant, whose 
ships are dispersed dver every sea and exposed to all the perils of 
the ocean, is as secure as that of the agriculturist." 
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PROCEEDINGS OF THE INSTITUTE. 
First Ordinary Meeting, Monday, 30th November, 1863. 
ChariiES Jellicoe, President, in the Chair. 
Read and confirmed the minutes of the annual general meeting. 
Various donations to the library were announced, and the thanks of the 
meeting were voted to the respective donors. 

The following gentlemen, duly nominated at the last ordinary meeting, 
were elected members of the Institute, viz. : — 

Fellow — J. M. Wilson. 
Official Associate — J. E. Gale. 
Associate — ^A. H. Young. 
Mr. Samuel Brown read a report "On the International Statistical Congress, 
at Berlin, September, 1863." 

A discussion then followed upon a paper " On the equitable distribution of 
surplus," by Mr. Sheppard Homans, in the October number of the Journal of 
the Institute of Actuaries. 

Thanks having been voted to Mr. Brown, the meeting adjourned to^Monday, 
28th December. 



